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Report of the Chairman

When you enter the work world, you quickly
learn there are two kinds of workers : There are
those who have to he told what to do, and there
are those who look for what needs to be done .
Both kinds of people may do good work and be
diligent and productive employees . But if you

have a choice, more often than not, your
preference is going to he for the worker who has
initiative, the one who seeks out work that
needs to be done and does it without having to
be explicitly told to do it . These kinds of
workers make everyone's job easier. They catch
the little things that might easily be missed; they

identify new and better ways of doing things ;
they enhance overall quality and productivity .

So it is, too, with the companies you do busi-

ness with . At ULLICO, we try to take the
initiative, to ask ourselves what else needs to be
done, to always seek to find new ways to be of
more help and assistance . This commitment
flows from our history and reflects our mission
to help and assist workers and those who serve
them. It is dictated by our Board of Directors,
who represent in a direct and immediate way
those we serve, and it reflects the corporate
culture we have worked to create .

There are other companies that provide prod-
ucts and services similar to those offered by the
ULLICO Family of Companies. What sets us
apart is the commitment to take the initiative,
to always be striving to find new ways to assist
our chosen marketplace .

For more than 66 years, ULLICO has grown and
prospered with the labor movement and the
organized sector of our economy. As new needs
have arisen within that marketplace, we have
moved to develop programs that address those

needs. As the world around us has changed, we
have changed with it, doing what we could to
anticipate changes and to be responsive to
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change . As the following report on our opera-
tions documents, this process of change and
growth continued during 1993, with major new
endeavors being launched in several key areas of
business and with continuing good results in
most areas of our operation .

POSITIVE RESULTS IN 1993
On a consolidated basis, ULLICO Inc ., the
parent holding company for the ULLICO
Family of Companies, achieved an after-tax gain
from operations in 1993 of $10 .5 million . This
was a $2 .4 million, or 29 .1 percent , improve-
ment over 1992 , and a $9.9 million improve-
ment over the comparable figure for 1991 .

The positive improvements in ULLICO's
operating results over the last two years reflect
our continuing efforts to realign and restructure
the ULLICO Family of Companies . We believe
these efforts have resulted in higher levels of
service and responsiveness and have improved
the accountability of our operation . The fact
that we have been able to increase our net gain
from operations at the same time that we have
been moving aggressively forward in a number
of new areas is all the more satisfying .

In 1992, we launched an effort to increase the
capital base of ULLICO Inc. through the
issuance of Preferred Certificates to labor
organizations and benefit trusts . This effort has
produced good results . In 1993, an additional
$60 million was received from the placement of
Preferred Certificates . The $154 million in

additional capital raised through this offering
has substantially improved our financial
strength and increased our ability to respond to
the needs of our market .

The issuance of Preferred Certificates is con-
tinuing. The Certificates pay a guaranteed
return for three years, after which they are
redeemable or convertible into common stock
at the company' s option. Investors receive a
guaranteed return at the same time that they
acquire a long -term ownership stake in the
ULLICO Family of Companies . This is an
investment that will pay off for many years to
come .

Proceeds from the sale of Preferred Certificates
helped boost ULLICO's capital and surplus
accounts in 1993 to a record high of $174.7
million . This is a 41 percent increase over the
comparable figure for 1992 and a 492 percent
increase over 1991 .

As of December 31, 1993, ULLICO Inc . had
assets totaling $2.1 billion . This was an increase
of $43.3 million over 1992 . Liabilities totaled
$ 1 .9 billion , a decrease of $7 .8 million over

Revenue for all the ULLICO companies on a
consolidated basis during 1993 totaled S439.0
million, down $20 .8 million from 1992's $459 .8
million . The decline in revenue reflects two
general market trends: the continuing shift of
health benefit plans from indemnity insurance
coverage to self- funding and alternative funding
mechanisms , and the movement of pension
benefit plans away from insurance company
investment products toward money manage-
ment agreements . In both cases, there is a
corresponding decrease in expenses and benefit
payments . In 1993, benefits and expenses on a
consolidated basis totaled S398 .4 million, a
decrease of $33 .5 million down from 1992's
$431 .9 million.

In 1993, $27 .2 million was paid to policyholder,,
in the form of insurance policy dividends, an
increase of S6 .3 million over 1992. This repre-



sents a portion of premiums paid for insurance
coverage to Union Labor Life that is refunded
based on the claims experience of the benefit
plan and results in a reduction in the net cost of
the coverage provided under qualifying policies .

Pre-tax earnings for the ULLICO Family of
Companies in 1993 totaled $13 .3 million, a 91
percent or $6 .4 million gain over the compa-
rable figure for 1992 . Federal income tax
expense rose from $0 .8 million in 1992 to $2 .9
million in 1993 .

The ULLICO companies maintain a variety of
reserve accounts as protection against adverse
developments affecting investments . This
includes an Asset Valuation Reserve and Interest
Maintenance Reserve, as required by guidelines
issued by the National Association of Insurance
Commissioners (NAIC) for insurance compa-
nies. As of December 31, 1993 , these accounts
contained $21.8 million, an increase of $0.6
million over 1992 . In addition to required
reserves, ULLICO added $9 .2 million to a
voluntary reserve account mairtained for
mortgage and real estate investments in 1993 .
An additional $ 1 .6 million was added to our
contingency surplus reserve . These were charged
directly to unassigned surplus .

RESPONDING TO NEEDS

As satisfied as we are with the positive operating
results of 1993, we are even more pleased with
our progress in finding new ways to be of
service to workers, unions and organized
employers during the year .

The organizational restructuring process we
initiated in 1992 continued in 1993 as we
realigned our operation into three broad areas :
Investment Services, insurance Operations and
a new area, Administration Services, encom-
passing our administrative and health care-
related services. Each area saw the introduction
of new products and services .

In the investment arena, Trust Fund Advisors,
our SEC-registered investment advisor, contin-
ued to grow . As of December 31, 1993, TFA had
$1 .6 billion under management, an increase of
more than S400 million over the year before . A

new equity investment style, oriented towards
"growth" investing, was introduced in 1993 and
quickly attracted clients. The introduction of
this additional investment option reflects our
commitment to develop new investment
programs and to he a full service provider, with
products tailored to meet the needs of our
clients . We are exploring a variety of additional
investment options for TFA and Union Labor
Life based on the comments we have received
from trustees, consultants and others in the
marketplace .

In 1993, we moved ahead with a number of
other new initiatives in the investment area .
This included a successful mortgage securitiza-
tion effort in which Union Labor Life repack-
aged commercial mortgages as securities . This
program puts badly needed capital back into the
real estate market at a time when there has been
a scarcity of capital from traditional lending
institutions . A second mortgage pool will be
closed in 1994.

We entered into a joint venture to introduce the
Freedom Home Equity Conversion program in
California. This program offers senior citizens a
way to access equity in their homes without
locking them into their current residence . The
high volume of loans in the processing stage at
year end indicate that this program fills a clear
need .
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We are involved in another joint venture aimed
at residential homebuyers in California that will
combine a non-amortizing single family
residential mortgage with cash value life
insurance. Over time, it is anticipated that
participants in the "Securitas" program
will build up sufficient cash value under
their life insurance policy to more than
pay off their mortgage .

Aimed at individuals rather than groups,
the Freedom and Securitas programs
represent a new approach for the
ULLICO Family of Companies. They

clearly demonstrate the way in which we
are trying to combine a variety of prod-
ucts, both internal and external, and to
mobilize all available resources to give
working families a higher level of
security and opportunity than they
have had in the past .

In December, ULLICO acquired
AMI Capital, Inc., a company
that specializes in the multifam-
ily residential housing market .
AMI Capital's expertise and established base of
business in the multifamily housing market is a
perfect complement to our existing mortgage
operation, giving us increased capacity and
ability to operate in the mortgage arena. In
addition, AMI Capital is well positioned to take
advantage of new moderate income and
multifamily housing initiatives recently an-
nounced by Fannie Mae, with which AMI
Capital already has a close working relationship .

The interest in the use of pension funds for
targeted investments has been accelerated with
the advent of a new administration in Washing-
ton . This is an area in which ULLICO has been
very involved for some time through Union
Labor Life's J FOR JOBS Mortgage Separate
Account . It is worth noting that in 1993, the J
FOR JOBS account generated an 11 .2 percent
return while stimulating more than three
million hours of work for unionized contractors

and their employees . We continue to think that
this is a good investment for pension funds and
a model of how economically targeted investing
can be handled prudently, profitably and
effectively .
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NEW INITIATIVES IN INSURANCE

In the insurance area, we undertook a number

of new initiatives in the property and casualty

market. Our largest property and casualty

subsidiary, Ulico Casualty Company, main-
tained its position as the largest underwriter of
fiduciary liability insurance for jointly managed
trusts . It also continued to expand in its
commercial lines and union liability operations .
A new effort was initiated in four states to
underwrite contract surety bonds for small and
medium-sized contractors . This effort is being
expanded to additional states in 1994 .

Workers' compensation is a major problem for

many employers. In 1993, we moved into this

arena in the state of California through the
acquisition of certain assets and liabilities of a
company that had been placed into
conservatorship as a result of investments
unrelated to their workers' compensation

business . A new company, Ulico Standard of



America Casualty Company (USA Casualty),
was created to develop activities in this market .

We are convinced that the long-term solution to
the problem posed by workers ' compensation
lies with increased cooperation and coordina-
tion between labor and management and with
the adoption of new procedures to manage
claims to facilitate rehabilitation . California is
one of a number of states exploring alternative
approaches to workers ' compensation. The
creation of USA Casualty and our entry into the
workers ' compensation arena entails some start-
up costs for ULLICO, but we are confident that
a careful and deliberate approach to this market
can produce positive results for workers,
employers and the ULLICO Family of Compa-
nies.

In 1992, we incorporated Ulico Indemnity
Company to write specialty lines of insurance
on an excess and surplus lines basis. In 1993,
Ulico Indemnity began offering an errors
and omissions policy for third party
administrators and benefit plan profes-
sionals and a similar policy for technical
consultants working on short-term
assignments. Late in the year, Ulico
Indemnity gained approval to write
union liability policies in New York, a
state that could be a major market for
this product .

In the life insurance arena, we
launched a sponsored
marketing program through
which we are marketing
supplemental insurance
policies to the employees of
large unionized companies
with premiums paid through
payroll deduction . Intro-
duced on a limited basis in
1993, this program has proven to be very
popular with workers . This is an approach that
promises good results for working families who
need life insurance coverage supplementing
coverage available through negotiated benefits.

ADDRESSING THE HEALTH CARE ISSUE

The ULLICO Family of Companies has been
involved in the health benefits marketplace for

many years . Union Labor Life remains one of

the nation's largest providers of indemnity
insurance to multiemployer trusts. Zenith
Administrators is one of the nation's largest
third party administrators .

As Congress and the nation debate the future of
health care delivery and reimbursement, there is
a real question about the role for enterprises like
ULLICO in the future . While the reform process
underway in Washington has brought this
question to the forefront, it has been clear for
some time that the health care system of the
future is going to be fundamentally different
from that of the past.

Two years ago, we initiated a project to
examine the health benefits

marketplace and to

determine what our response should be. A wide
range of scenarios and alternative approaches
was explored. Our conclusion was that no
matter what direction the reform process takes,
there will be a continuing need for the products
and services that the various ULLICO compa-
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nies have been providing for some time,
including administrative, managed care and risk
management products and services .

We explored what role ULLICO might play and
how we could provide needed services in the
market of the future . As we noted in last year's
report, this included the option of partnering
with other companies . In the end we came to
the conclusion that a single alliance would not
provide our market with the products and
services it needs .

The role we have defined for ourselves is that of
the facilitator - someone who can help benefit

plans integrate a wide range of products and
services into an effective health benefit program
that genuinely serves the needs of participants .

Within the ULLICO Family we already have a
number of the products benefit plans need,
both now and in the future . To supplement
these capabilities, we are establishing relation-
ships with national and regional managed care
market leaders, including top tier regional
provider networks, and are in the process of
negotiating preferred relationships that will
allow us to provide value-added products and
services to our customers .

We have organized USA Health Services to
coordinate this effort and provide a vehicle for
our health benefits activities in the years to
come. Products and services will be offered to
jointly managed trust funds and unionized
employer-sponsored benefit plans in three key
areas: administrative services, managed care and
provider networks . Risk management and
insurance coverage will be available through
Union Labor Life .

We are supportive of the need for comprehen-
sive reform that guarantees every American
access to quality care. More important, we are
committed to doing our part to ensure that the
health benefit system of the future will provide
good care in an efficient , fair and cost effective
fashion .

A JOB WORTH DOING

There is a reward that comes from doing a job
well that is worth much more than the pay you
receive for your labors . At ULLICO, we are
pleased when we do well financially, and we
know we have to continue to do well in order to
continue to operate . But our biggest satisfaction
comes from knowing that we are able to help
people in times of need, that our products and
services provide good value, and that they make
a difference in the world around us .

As we look back over 1993, there is much to be
satisfied about . We grew in a number of key
areas. We introduced useful new products . We
put in place systems and procedures that will be
important to our future ability to provide for
the needs of our market . But we well know that
our work is not done and that there is much
more to he done . With the continuing support
of our stockholders and friends, there is no
question that we will continue to be able to
do a good job for many more years to come .

Robert A. Georgine



Report on Business Operations

INVESTMENT SERVICES

ULLICO's Investment Services
business unit has two primary
responsibilities : It invests the
assets of the members of the
ULLICO Family of Companies
to earn a competitive return,
and it provides asset manage-

ment and investment services
to jointly managed trust funds
and other investors .

Investment products and
services are offered through
Trust Fund Advisors (TFA) and
The Union Labor Life Insurance
Company. The overriding
objective of our investment
operations is to provide trust
funds and other investors access
to a mix of investment products
and options that offer competi-
tive returns with a high degree

of protection for invested
funds.

Trust Fund
Advisors

was formed in 1990 and
registered with the Securities
and Exchange Commission as
an investment advisor. TFA
has grown steadily. As of
December 31, 1993, TFA
managed $1 .6 billion . For the
second consecutive year, assets
under management increased
by more than a third, with close
to a $400 million increase in
assets under management
registered during the year. The
number of active TFA accounts
now totals 55 .

Trust Fund Advisors offers a
variety of equity, fixed income

and balanced portfolio invest-
ment options. Invested funds
are managed individually, with
each investor receiving the
return on its holdings .

When Trust Fund Advisors was
created, the decision was

made to enter into
strategic alliances with
experienced inves-
tors in each area of
investment . There
are a number of
distinct advan-
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registered during the year.
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tages to this approach. TFA is in
a position to enter into exclu-
sive arrangements with
advisors with proven expertise
in different investment areas.

While portfolio managers focus
on maximizing returns, TFA's
client set-vice staff are available
to oversee the investment
management process and
ensure that it works in the best
interest of the investor and that
client needs are met. TFA's
clients are thus assured the
highest quality of professional
management

GttowTti EQI.JITY
INVESTMENT OPTION ADDED

In 1993, TFA added a new
"growth" equity investment
option to its product list.
This investment style
focuses on a diversified
selection of stocks in
domestic companies
with medium and large
capitalization that are
expected to have earnings
growth rates in excess of the
Standard & Poor 's 500 index .

The orientation under this
investment style is to stocks
that demonstrate positive and
sustainable growth. Company

earnings trends are monitored Portfolio managers work in
and compared against industry teams, with ongoing discussions
trends to single out stocks with that are aimed at constantly
above average earnings . State of evaluating and challenging the
the art data management wisdom of each holding .
systems and computer
models are applied .

In J993,TFAaddeda new "growth" equity investment

option to its product list. This investment style focuses on a diversified

selection ofhighly successful stocks for domestic companies with medium

and large capitalization that are expected to have earnings growth rates in

excess of the Standard&Poor's 500 index.



VALUE EQUITY INVESTMENT

OPTION

Trust Fund Advisors has offered
a "value" oriented equity

option since its incep-
tion in 1990. This
investment philoso-

phy is rooted in the
belief that
excellent long-
term returns can
be achieved by
investing in the
undervalued
stocks of finan-
cially sound
companies and by
taking advantage
of distortions and

inefficiencies in
equity prices relative to

earnings and the
underlying value of
companies .

Portfolio managers pursue
a disciplined, bottom up

analytical approach as they
screen a universe of close
to 6,000 stocks to identify
undervalued issues . Each
potential purchase is
reviewed in terms of its

strategic and financial condi-
tion, the quality of the
company's management, its
asset utilization, capitalization
and revenue trends . Strict buy
and sell guidelines are enforced.

INTERMEDIATE TERM FIXED

INCOME INVESTMENT OPTION

TEA also offers a fixed income
investment style that is oriented
towards intermediate term
bonds. Portfolio managers
pursue a conservative, risk
averse investment approach.
Only high quality bonds are
purchased, with purchases
limited to U .S. Government or
agency bonds or corporate
issues rated "A" or better. The
average maturity on the

portfolio is less than ten years .

UNION LABOR LIFE

COMMINGLED ACCOUNTS

Union Labor Life offers trust
funds the option of investing in
a number of specialized separate
investment accounts . These are
commingled accounts in which

investors purchase units that
entitle them to a share in the
overall performance of the

account. As commingled
investments, they offer a high
degree of security, liquidity and
protection against adverse
developments affecting indi-
vidual investments . As of
December 31, 1993, these
accounts held $1 .008 billion in
assets, an increase of $78 .4
million over 1992 .

The J FOR JOBS Mortgage
Separate Account invests in
commercial mortgages on new
union-built properties. The
account operates primarily
through forward commitments,
in which a developer is prom-
ised a long-term, fixed-rate
mortgage upon completion of
construction if certain condi-
tions are met. These conditions
include the meeting of specific
leasing, occupancy, equity and
other financial security criteria,
as well as a requirement that all
construction or renovation
work be performed by contrac-
tors operating under union
agreements .

For 1993, the J FOR JOBS
account turned in a gross return
of 11 .2%. Over the ten years
ending December 31, 1993, the

9

Union Labor Life offers trust funds the option ofinvestingin a num ber of

specialized commingled separate investment accountstha r offera high degree of

security, liquidityand protection againstadverse developments affecting

individual investments. .



10

account produced an
annualized gross return of
9.9%. During 1993, mort-
gage underwriters for Union
Labor Life reviewed more
than $2.3 billion in projects
proposed for funding
through J FOR JOBS . More
than $150 million in forward
commitments were ap-
proved and accepted by
borrowers during the year .
These commitments are
expected to produce more
than 3 million hours of work
for unionized contractors.
During the year, $125 .8
million in mortgages were
funded .

Separate Account A invests
in common stocks and
pursues a "value" investment
style . The account is man-
aged by Trust Fund Advisors.

For 1993, the account
generated a gross return of
14.9%. Over the ten years
ending December 31, 1993,
Separate Account A gener-
ated an annualized gross

return of 14.6% .

Separate Account M is a
new account investing in
common stocks that was
created in 1993 to provide

investors with a means to
realize gains through a
"growth" investment style. The
account is managed by Trust
Fund Advisors.

Separate Account I invests in
high quality, intermediate
bonds. Holdings are limited to
U.S. Government or agency
backed bonds or corporate
bonds rated "A" or higher . For
1993, the account generated a

8.3% gross return. For the three
years ending December 31,
1993, the account
generated a gross
annualized return of
10.2% .

Separate Account
T invests in short
term money
market instru-
ments. Activity in
this account was
limited in 1993
due to the low
interest rates
available on money
market instru-
ments. For 1993,
the account earned
a 2 .41 % return .

In 1993, Union Labor Life's J FOR JOBS account turned in

an 11 .2% return. Over the ten years ending December 31,

1993, the accoun t had an ann ualized gross return of 9.9% .

More than 3 million hours of work was created for

unionized contractors.

GENERAL AccouNr

INVESTMENTS

For many years, Union Labor
Life has offered trust funds the
option of investing in the

company's General Account
through a number of different
investment options, including
Guaranteed Investment
Contracts (GICs), The low
interest rate environment of the



last two years and the continued
movement of trust funds
towards more active investment
alternatives has significantly
reduced the volume of this
business for Union Labor Life.
In 1993, General Account
investment reserves declined by
$111.9 million. This includes
$81 million in GIC investments
that matured during the year.
Transfers from the General
Account to Union Labor Life
separate accounts or to manage-
ment agreements with Trust
Fund Advisors totaled $78 .1
million. As of December 31,
1993, pension fund reserves
held in Union Labor Life's
General Account totaled $485 .1
million .

MORTGAGE SECURITIZATION

PROGRAM

In 1993 Union Labor Life
launched a mortgage securitiza-
tion program in which a pool of
commercial mortgages was used
as the basis for securities to be

sold to investors . A total of
$59 million in new commer-
cial mortgages was pooled
for the first securitization,
which closed in June . A

second pool is expected to be
sold in 1994 .

In addition to offering partici-
pating investors a good return,
the securitization program is
designed to generate additional
liquidity for the real estate
market at a time when many
mortgages issued in the mid-80s
are coming due and are in need
of refinancing. The securities are
attractive to investors because of
their investment grade rating,

which increases their value
relative to other fixed income
investments .

FREEDOM HOME EQUITY

CONVERSION PROGRAM

In 1993, MRCo., Inc ., a
subsidiary of ULLICO Inc .,
entered into a joint venture with
Freedom Home Equity Part-
ners, Inc ., a California-based
company, to sponsor a program
that allows retired workers and
other senior citizens with equity
in their homes to recapture a
portion of that investment
without having to sell their
homes. The program allows
seniors to pledge up to 75% of
the equity they have in their
home in exchange for a lump
sum cash payment that can be

used to purchase an annuity or
for any other purpose they
desire. Union Labor Life is one
of the program's annuity
providers .

Developed in conjunction with
representatives of the senior
citizen community, the Free-
dom program has been de-
signed in a way that does not
arbitrarily limit the ability of
seniors to later sell their homes.
The program was introduced in
California in 1993, with
expansion planned for the
future . As of December 31,
1993, 59 loans had been funded
and 28 annuities issued through
the Freedom program. Approxi-
mately $13 million in loans were
in process at year end .

AMI CAPITAL ACQUIRED

At the end of 1993, ULLICO

acquired AMI Capital, a
mortgage banking firm that
specializes in mortgage under-
writing on multifamily residen-
tial housing units . AMI Capital
has a long standing relationship
with Fannie Mae through their
Delegated Underwriting and
Servicing program, for which it
is the third largest producer .
AMI Capital underwrites and
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The acquisition ofAMICapital significantly expands ULLICO's baseof

expertise in the multifamily market a market in which we expect to

bemore active in the future -and reflects our continuing desire to

expand the range of investment expertise andproducts we offer.
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closes mortgages on multifamily
units, which are then purchased
by Fannie Mae. AMI Capital has
more than $420 million in its

mortgage portfolio .

The acquisition of AMI Capital
significantly expands ULLICO's
base of expertise in the multi-
family market - a market in
which we expect to be more
active in the future - and
reflects our continuing desire to
expand the range of investment
expertise and products offered
by the ULLICO Family of
Companies .

ADMINISTRATION
SERVICES

Health insurance and related
products have been a major
component of ULLICO's
business for many years . Union
Labor Life entered the health
insurance market in the 1940s
and remains one of the largest
providers of indemnity insur-
ance for the trust fund market.
Zenith Administrators is among
the nation's largest third party
administrator and provides

administrative services to health
benefit plans across the nation .

In 1992 , we initiated a project to
review our options in the health
care arena. It was clear that the
market was undergoing rapid
change and we felt it was
important to anticipate and
respond to those changes. This
process accelerated in 1993 as
the Clinton Administration

took office with health care
reform as a major priority .
The result of our research and
review of the health benefits
market and ULLICO's options
has been a major realign-

ment in our health benefits
operations and a strategic
change in direction .

The cost of providing
health care benefits
has risen precipi-
tously, exceeding
the rate of
inflation for
most other
items year after
year. This has
placed a
severe strain
on benefit
plans and

As a major provider of products

and services in the health

benefits market, ULLICO

already has in place manyof the

programs andprocedures that

will be necessary to be competitive

and to provide a high level ofservice

left many Americans without
health care coverage or with
seriously inadequate coverage.

On its own, the health care
market is
mov-



ing to address many of the
problems and to reassert more
control over health care costs, at
least insofar as they affect
privately provided benefits .
Regardless of the outcome of the
current health care debate, there
is no question that the move-

ment towards greater control
over the way

health services are provided and
how they are paid for will
continue .

As a major provider of products
and services in the health
benefits market, ULLICO
already has in place many of
the programs and procedures

that will he necessary to be

competitive and to provide a
high level of service in the years
to come .

The ULLICO Family of
Companies has actively

pursued ways to
control health

benefit costs
over the years .
We have
introduced
Managed care
programs that

monitor
utilization and

that individually
manage cases with

the potential for
significant cost savings .

This includes the develop-
ment of sophisticated claims
management systems that
improve the adjudication and
review process . Together, the

ULLICO companies currently
provide managed care services
to an estimated 625,000 plan

members and dependents.

At the same time, we were very
aware that there were products
and services we knew would be
needed in the future that we did
not currently offer . We consid-
ered the option of a joint
venture or partnership agree-
ment with another company as
a way to give us increased
capacity. We had discussions
with several companies with

national stature. As the discus-

sions moved forward, it was
clear that there was no single
partner that had the breadth of
services and the nationwide
scope necessary to provide for
the needs of our market.

We found that many good
programs existed at both the
national and regional level . The
real challenge was in bringing
these programs together -
integrating a variety of local,
regional and national programs
and resources in a way that
addressed the unique needs of
each benefit plan .



To address this challenge,
Ul,L1CO's Administration
Services business unit is able to
call upon the administrative
expertise and resources of
Zenith Administrators, the
health care expertise and
insurance background of Union
Labor Life, and the resources
and talents of some of the best
available regional and national
health care programs.

USA HEALTH SERVICES
LAUNCHED

To respond to health care
benefit needs outside of the
realm of health insurance, USA
Health Services was created to
offer jointly managed and
unionized employer-sponsored
benefit plans assistance in three
broad areas :

Managed Care - The existing
managed care programs of
Union Labor Life and Zenith
Administrators will be delivered
by USA Health Services . This
includes a variety of utilization
review and case management
programs . To supplement these
efforts, we have negotiated

relationships with a number of
managed care programs
offering expertise in areas where
benefit plans have special
needs. This includes organ and
tissue transplants, mental health,
member assistance plans,
wellness, substance abuse,
prescription drugs and high risk
pregnancies. The process of
negotiating preferred vendor

agreements began in 1993 and is
continuing into 1994 .

Provider Networks - Union
Labor Life and Zenith Admin-
istrators have negotiated
agreements in the past with
preferred provider organiza-
tions (PPOs), consisting of
networks of hospitals, physi-
cians and speciality care
providers. Beginning in 1993,
our focus turned to establish-
ing relations with top-tier

regional PPOs and HMOs . In
negotiating these agreements,
we have been particularly
concerned with the need to
ensure that networks have the
breadth of coverage necessary to
effectively serve benefit plan

participants and that they have
quality assurance programs in
place to monitor the quality of
care provided.

Administrative Services USA
Health Services clients will have
access to the full array of services
offered by Zenith Administra-
tors. This includes comprehen-
sive claims management and
fund administration services.
Considerable effort is being put
into the development of a "data
warehouse" capability that will
give trust hinds quick access to
information on virtually every
aspect of the benefit process .

INSURANCE
OPERATIONS

GROUP HEALTH INSURANCE

AND MSK MANAGEMENT

Union Labor Life will continue
to offer health insurance . This
remains an important line of
business for the company, with
group health insurance premi-
ums in 1993 totaling $214.9
million.

Although we expect to see a
continued erosion in our
traditional indemnity business
as more benefit plans move

USA Health Services will offer benefit plans assistance in three broad areas:managed
care programs, providernetworks and administrative services . Insurance and other
riskmanagement programs will con tinuc lu be a vailable through Union Labor life,



toward self-funding, PPOs,
HMOs and other managed
arrangements, we believe some
level of insurance will remain
attractive to many benefit plans
as a way to reduce their
financial exposure. In exchange
for a fixed premium, Union
Labor Life assumes the risk that

benefit costs will be greater
than expected . As benefit plans
increasingly explore self-
funding options, we also expect
to see an increase in our stop
loss insurance program, which
provides some protection for
self-funded benefit plans when
claims exceed agreed upon
limits . Managed care arrange-
ments will continue to play an
increasingly important role in
group health insurance
programs .

Another avenue under
development is in the provi-
sion of insurance programs
that can be coordinated with
point of service health plans .
These arrangements give plans
access to the benefits of
managed provider networks
operating under negotiated or
fixed fee payment schedules
while still allowing plan

participants freedom to choose
physicians and hospitals
outside of the network -
most likely at a higher out-of-
pocket cost. Insurance cover-
age in many of these cases is
wrapped around an Exclusive
Provider or HMO option .

PROPERTY AND CASUALTY

INSURANCE

Fiduciary Liability Insurance
Although Ulico Casualty
Company began issuing
property and casualty policies in
1979, it wasn' t until the mid-80s
that this line of business
developed into an important
component of the ULLICO
product line . At that time,

the decision was
made to expand our
participation in the
multiemplover
trust fund
fiduciary liability
market at a time
when other
carriers were
abandoning it .
In bringing
some sense
and stability
to the
market-
place,
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Ulico Casualty emerged with
more than a 40% share of the
market. Direct written premium
for fiduciary liability insurance

issued by Ulico
Casualty increased
for the eighth
straight year to a
total of $28 .8
million . This
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was an increase of 5.3% during
1993. Given the share of the
market that Ulico Casualty
already enjoys, our continuing

ability to win new business is
testimony to the quality of the
products and services we
provide .

Commercial Lines Coverage -
Using the base built with

fiduciary liability
insurance, Ulico
Casualty expanded
into the commer-
cial lines insur-
ance area
beginning in



1988. This includes fire, fleet
auto, general liability, property
and other coverages . Business in
this market has grown steadily,
with $3.0 million in commercial
lines premium written in 1993,
an increase of 65.3%. The
process of winning licensing
and rate approval for commer-
cial lines coverage is also
continuing , and Ulico Casualty
is now able to issue these
policies in 36 states . The major
limiting factor in this area is
Ulico Casualty's lack of name

recognition in the commercial
lines market and the difficulty in
attracting independent agents .
The steady growth experienced
over the last three years indi-
cates that progress continues to
he made.

Union Liability Insurance - In
1993, Ulico Casualty increased
the maximum limit for union
liability policies from $ 1 million
to $2 million . These policies
protect union leaders, staff and

volunteers from a variety of
legal actions . Written premium
for these policies increased to
$2.7 million, an increase of 8% .
At the end of 1993, we started
writing union liability policies in
New York through Ulico
Indemnity Company, the excess
and surplus lines company we
created in 1992 . The increase in
limits and the ability to write
policies in a major new market
is expected to boost this line of
business in the coming year .

Non-Profit Association
Professional Liability - In
1993, we refocused our Non-

Profit Association Professional
Liability insurance business by
changing our production
sources and increasing policy
limits . These errors and
omissions policies provide
protection against a number of
legal actions and are an impor-
tant component of any associa-
tion risk management plan .
Policy limits were raised from
$1 million to $5 million in 1993.
This is another area in which we
expect to see growth in the
coming year.

Surety Bonds - In 1993, Ulico
Casualty began writing surety
bonds for small and middle-
sized contractors in four states
- New York, New Jersey,
Pennsylvania and Connecticut .
Coverage was limited to bonds
of $500,000 or less, however. In
1993, coverage limits for bonds
were raised to $2 million . Plans
were underway at year end for
the expansion of this line of
business into additional states .
This is another area in which
continued growth is expected.
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Ulico Casualty continues to expand into the commercial lines insurance area.

This includes the provision of tire, fleet auto , general liability, property and

other coverages. Business in this market hasgrown steadily, with $3.0million

in commercial lines premium written in 1993, an increase of 65.3%. As

additional agents and brokers are recruited, additional growth is expelled in

this area .
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ENTRY INTO THE WORKERS'

COMPENSATION ARENA

Workers' compensation is an
area in which ULLICO has been
interested for some time . It is
one of the most frequently
requested products in discus-
sions with labor and business
leaders. And for good reason .
The cost of workers' compensa-
tion is a major burden for many
employers and workers'
compensation claims are a
major source of friction in many
workplaces .

In 1993, ULLICO moved into
the workers' compensation
market in the state of California
through the acquisition of some
of the assets and liabilities of
Pacific States Casualty Com-
pany, a well established provider
that had been placed in conser-
vation by the California
Department of Insurance as a
result of financial difficulties
unrelated to its workers'
compensation business . A
new company - Ulico
Standard of America
Casualty Com-
pany (USA

Casualty) - was created to

provide a framework for
ULLICO's workers' compensa-
tion business . Workers'
compensation policies are
currently being issued in
California by both USA
Casualty Company and Ulico
Casualty . Claims under policies
issued by Pacific States are being
processed on behalf of the
California Insurance Guarantee
Association by USA Casualty .

California was selected as the
state to launch ULLICO's entry
into the workers' compensation
market both because of the
opportunity to get a head start
through the acquisition of the
systems , staff and expertise of an
established carrier and because

California is one of a handful of
states that has indicated a
willingness to try a new ap-
proach to workers' compensa-
tion.

Legislation passed in California
during 1993 gave a green light
to efforts between labor and
management to negotiate
alternative workers' compensa-
tion programs. The focus of
these programs is on coopera-
tively managing claims to get the
worker back on the job as soon
as possible . It brings together
representatives of labor and
management in an effort to
develop fair and equitable
policies, procedures and systems
that minimize the adversarial
nature of the claims process and
that resolve claims quickly and
fairly, with the best interests of
the injured worker in mind .
Workers are actively involved in
identifying safety problems
before they result in injuries and
participate in educational
programs aimed at reducing
workers' compensation claims.
Results, where these kinds of
programs have been put in place
have been very positive, with a
reduction in long-term costs, an
improved work environment
and savings of lives .

We are convinced that efforts to
find new ways to handle
workers' compensation claims
that involve labor and manage-

We are convinced that efforts to find new ways tohandle workers'

compensation claims that in vol ve laborand management cooperation

and an integrated, medicallyoriented, casetnanugementapproach point

the way to a solution to the persistent problem of workers' compensation

costs . USA Casually is aetivelyexploringways in which these kinds ofprogran

can be implementedin California and otherstatesand will be coordinatingits

efforts with the other UL_LICO companies inareas where there is an overlap.



ment cooperation and an
integrated, medically oriented,
case management approach
point the way to a solution to
the persistent problem of
workers' compensation costs .
USA Casualty is actively
exploring ways in which these
kinds of programs can be
implemented in California and
other states and will be coordi-
nating its efforts with the other
ULLICO companies in areas

where there is an overlap . This
includes the managed care,
where USA Casualty is working
with USA Health Services to
provide injured employees with
24-hour coverage and protec-
tion .

The ability to provide workers'
compensation coverage in
California through USA
Casualty is also expected to help
Ulico Casualty ' s efforts to sell
commercial lines coverage in

that state since the two cover-
ages are often packaged
together. Ulico Casualty is
already offering workers'
compensation policies to local
unions in California .

LIFE INSURANCE

The ULLICO Family of
Companies began as The
Union Labor Life Insurance
Company providing life
insurance coverage to union
members, and life insurance
remains an important part of
the product mix for the
ULLICO Family . Life insurance
in force as of December 31,
1993 totaled $6.8 billion . This
primarily represents coverage
provided under negotiated labor
agreements .

Important as negotiated benefits
are, it has been clear for a
number of years that most
working families generally do
not have the level of insurance

coverage they need. Faced with
ever rising health care costs,
union and management
negotiators have been hard
pressed to increase negotiated
life coverages . ULLICO is
working to address this problem
in several areas . One of the most
promising is the sponsored
marketing program introduced
by Union Labor Life and Union
Standard of America Life
Insurance Company (USA
Life), our individual life and
health insurance subsidiary .

Under the sponsored marketing
program, we work with union
representatives and employers
to secure agreements to allow
Union Labor Life and USA Life
representatives onto the
worksite to meet with individual
workers and to offer them the
opportunity to sign up for a
universal life insurance policy or
other coverage. If a worker signs
up, premiums will be paid
through payroll deduction,

making the process easy for
the employee and the
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company. The first presenta-

tions under this program were
made in 1993 with very good
response from employees,
indicating the need for this kind
of product and the willingness
of workers to sign up for

coverage . The program provides
a good way for unions and
employers to help workers get
badly needed insurance
coverage at low cost. Discus-
sions are underway in a number
of states with employers and
union representatives who are
interested in implementing a
sponsored marketing program,
and we expect to see solid
growth in the future.

DuaC MARKIiJN(i

For more than a decade, Union
Labor Life has marketed
supplemental insurance
coverages to workers through
mailings and other promo-
tional means under the
sponsorship of local and
international labor
organizations. This

includes life and health insur-

ance coverage that supplement
negotiated benefits, Medicare
Supplement coverage for retired
workers and accidental death
and injury coverage. As of
December 31, 1993, 87 direct
marketing client agreements
were in force, offering benefits
to more than 3 .5 million
workers and their dependents .

The direct marketing area
continues to struggle to get the
necessary economies of scale
and to put effective systems in
place to monitor performance
in what can be a very volatile
marketplace. Losses attributable
to past programs continue to
adversely affect performance . In

1993, a new

management structure was put
in place and efforts continued
on a joint venture agreement
with National Liberty Insurance,
A number of new products were
developed for introduction in
1994, including new supple-
mental hospital indemnity
programs providing benefits
when workers are hospitalized .
A joint effort with the AFL-
CIO's Union Privilege program
for an accidental death and
dismemberment program also
moved ahead . This is a difficult
market, but there remains a
need for high quality supple-
mental coverages like those
offered through our direct
marketing efforts.



1801 K Street N.W . Telephone 202 833 7932
Washington, DC 20006

Price Witerhouse

Report of Independent Accounants

February 11, 1994

To the Board of Directors,

Stockholders and Policyholders

of ULLICO Inc .

In our opinion, the accompanying consolidated balance sheet and the related

consolidated statements of operations , of changes in unassigned surplus and of

cash flows present fairly, in all material respects , the financial position of ULLICO

Inc. and its subsidiaries at December 31, 1993 and 1992, and the results of their

operations and their cash flows for the years then ended in conformity with

generally accepted accounting principles . These financial statements are the

responsibility of the Company's management ; our responsibility is to express an

opinion on these financial statements based on our audits. We conducted our

audits of these statements in accordance with generally accepted auditing standards

which require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement . An audit

includes examining, on a test basis, evidence supporting the amounts and disclo-

sures in the financial statements , assessing the accounting principles used and

significant estimates made by management, and evaluating the overall financial

statement presentation . We believe that our audits provide a reasonable basis for

the opinion expressed above .
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ULLICO Inc.
Consolidated Balance Sheet

(in thousands, except par value)
As of December 31,

1993 1992

Assets
Long-term bonds $470,391 $586,127
Mortgage loans on real estate 174,463 191,076
Real estate, net of encumbrances 41,498 49,135
Short-term investments 203,098 151,581
Other investments 26,635 16,636

Total investments 916,085 994,555
Cash 25,169 19,838
Premiums due and deferred 13,857 9,254
Accrued investment income 9,593 11,046
Other assets 82,744 47,929
Separate Account assets 1,008,083 929,636
TOTAL ASSETS $2,055,531 $2,012,258

Liabilities
Reserve for future policy benefits $524,523 $632,294
Reserve for unearned premiums 20,520 18,010
Policy and contract claims 61,909 64,036
Reserve for casualty losses & loss adjustment expenses 58,893 55,321
Other policyholders' funds :

Premium deposits and other escrow funds 58,826 67,400
Policy proceeds and dividends on deposit 7,044 6,378

Dividends payable to policyholders 28,065 25,056
Other liabilities :

Notes payable 40,095 43,777
Amounts payable for securities purchased 6,975
Federal income and other accrued taxes 1,579 1,485
Asset valuation reserve and interest maintenance reserve 21,755 21,167
Contingent commissions payable 1,722 1,452
Accrued expenses and other liabilities 47,865 15,724
Separate Account liabilitie s 1,008,083 929,636

TOTAL LIABILITIES 1,880,879 1,888,711
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Capital and Surplus
Preferred certificates : ($25 face value ; 12,000,000 certificates

authorized ; certificates issued and outstanding 6,198,052 in 1993
and 3,767,184 in 1992) 153,991 93,757

Capital Stock ($25 par value ; 2,000,000 shares authorized ;
shares issued and outstanding 276,729 in 1993 and 228,718 in 1992) 6,919 5,718

Class A Common Stock, voting ($1 par value, 12,000,000 shares
authorized ; no shares issued and outstanding)

Class B Common Stock, nonvoting ($1 par value, 12,000,000 shares
authorized ; no shares issued and outstanding)

Contingency surplus reserve ,071 ,482
Unassigned surplus 10,727 22,675

Less treasury stock (56) (85)
TOTAL CAPITAL AND SURPLUS 174,652 123,547
TOTAL LIABILITIES, CAPITAL AND SURPLUS $2,055,531 $2,012,258

The accompanying notes are an integral part of these financial statements



ULLICO Inc.
Consolidated Statement of Operations

(in thousands)

Revenue
Premiums :

Health
Annuities and life
Casualty
Other

Investment income, net of expenses
Administrative services and other
TOTAL REVENUE

Benefits and Expenses
Benefits to policyholders and beneficiaries :

Health
Annuities and life
Casualty losses and loss adjustment expenses
Other

Decrease in policy and contract reserves
Increase in deposit funds
General insurance expenses
Administrative service expenses
Commissions
Taxes, licenses and fees
TOTAL BENEFITS AND EXPENSES

Gain from operations before dividends to policyholders
Dividends to policyholders

Gain from operations before Federal income tax
Federal income tax expense
Net realized capital gains

NET GAIN FROM OPERATIONS

Year ended December 31,
1993 1992

$214,942 $249,112
64,509 45,011
35,450 29,406
1,694 2,014

69,259 83.714
53,129 50,500

438,983 459,757

160,457 204,636
204,216 357,926
13,472 12,603
1,072 1,162

(108,637) (267,205)
958 376

62,462 60,661
42,265 39,344
11,287 10,406
10,849 11,946

398,401 431,855

40,582 27,902
27,244 20,935

13,338 6,967
(2,914) (845)

88 2,018

$10,512 $8,140

The accompanying notes are an integral part of these financial statements

23



ULLICO Inc.
Consolidated Statement of Changes in

Unassigned Surplus
(in thousands)

Year ended December 31,
1993 1992

UNASSIGNED SURPLUS,
BEGINNING OF YEAR $22,675 $23 ,000

Net gain from operations 10,512 8,140
Net unrealized loss on investments (122) (1,581)
Transfers from (to) asset valuation reserve 759 (3,602)
Decrease (increase) in non-admitted assets 1,065 (1,630)
Stockholders' dividends/splits :

Stock dividend (10%) (568) (519)
Stock split (1 share for each 9 effected in the
form of an 11% stock dividend) (632)

Preferred certificate holders' payments :
(8% certificate payment) (7,692) (846)

Increase in contingency surplus reserve (1,589) (169)
Voluntary reserve for mortgages (9,200)
Purchase accounting adjustments (3,104)
Increase in reserve from change in valuation basis (696)
Other adjustments (681) (118)

Net decrease (11 .948) (325)

UNASSIGNED SURPLUS, END OF YEAR $10,727 $22,675

The accompanying notes are an integral part of these financial statements
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ULLICO Inc.
Consolidated Statement of Cash Flows

(in thousands)
Year ended December 31,

1993 1992

Cash provided from operations
Premiums, annuity considerations and other fund
deposits received $315,798 $329,206
Investment income received, net of expenses paid 72,862 91,365
Other income received 51,169 50,855

Cash provided from operations 439,829 471,426

Cash used by operations
Life, health and casualty claims paid 198,156 235,683
Other policyholder benefits paid 184,238 336,516
General expenses , commissions and taxes paid 124,202 124,251
Dividends paid to policyholders 21,928 20,533

Cash used by operations 528,524 716,983

Net cash used by operations (88,695) (245,557)

Proceeds from long-term investment activities
Bonds 283,950 429,595
Mortgage loans 64,617 59,107
Other investments 15,855 8,400

Cash proceeds from long-term investment activities 364,422 497,102

Preferred certificate proceeds, net of issuance costs of
$538 in 1993 and $423 in 1992 59,800 93,757

Other cash provided 16,170
TOTAL CASH PROVIDED 351,697 345,302

Cost of long-term investments acquired
Bonds 170,674 178,803
Mortgage loans 42,705 84,445
Other investments 22,259 21,289

Cash used for long-term investments acquired 235,638 284,537
Other cash applied

Escrow deposits 16,000
Reduction in liability for initial advance deposits 11,081 4,907
Redemption of unsecured senior private placement notes 9,250
Preferred certificate payments 7,258 846
Purchase of subsidiary, net of cash acquired 2,803
Repayment of borrowings 2,000 2,000
Miscellaneous 10,819 12,072

TOTAL CASH USED 294,849 304,362

Net change in cash and short-term investments 56,848 40,940
Cash and short-term investments, beginning of year 171,419 130,479

CASH AND SHORT-TERM INVESTMENTS, END OF YEAR $228,267 $171,419
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The accompanying notes are an integral part of these financial statements



Notes to Consolidated Financial Statements
for the Years Ended December 31, 1993 and 1992
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NOTE 1 -THE COMPANY
ULLICO Inc., a holding company, was incorporated in Maryland on
October 9, 1987 . During 1987, a reorganization was effected
whereby all shares of capital stock of The Union Labor Life Insurance
Company ("Union Labor Life") were exchanged for equal shares of
ULLICO Inc., resulting in Union Labor Life becoming a wholly-owned
subsidiary of ULLICO Inc . Union Labor Life was founded in 1925 by
officials of the American Federation of Labor to provide insurance
protection to union members at the lowest possible cost .

The ownership of ULLICO Inc .'s capital stock is confined primarily to
labor organizations and their members . Under ULLICO Inc .'s by-laws,
stockholders cannot sell or transfer their shares without first offering
such shares to ULLICO Inc . for purchase at $25 per share . It has
been the practice of ULLICO Inc ., and of Union Labor Life previously,
to purchase all such shares and to resell them to labor organizations
or to individuals affiliated with the labor movement at $25 per share .
All of the insurance business written by Union Labor Life, ULLICO
Inc .'s primary subsidiary, is on a participating basis .

NOTE 2 - BASIS OF PRESENTATION AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES
ULLICO Inc .'s principal subsidiary is Union Labor Life whose
operating methods conform substantially to the operating practices of
mutual life insurance companies . Accordingly, the accompanying
consolidated financial statements of ULLICO Inc . and its subsidiaries
(the "Company") have been prepared primarily using accounting
policies prescribed or permitted by the Maryland Insurance Division .
These policies are currently considered generally accepted account-
ing principles for mutual life insurance companies . ULLICO Inc . and
its non-insurance subsidiaries follow generally accepted accounting
principles for such entities .

In April 1993, the Financial Accounting Standards Board issued
Interpretation No . 40 "Applicability of Generally Accepted Accounting
Principles to Mutual Life Insurance and Other Enterprises", which
establishes a different definition of generally accepted accounting
principles for mutual life insurance companies . Under the Interpreta-
tion, financial statements of mutual life insurance companies for
periods beginning after December 15, 1994, which are prepared on
the basis of statutory accounting, will no longer be characterized as
in conformity with generally accepted accounting principles .

Management of the Company has not yet determined the effect on its
December 31, 1993 financial statements of applying the new
Interpretation nor whether it will continue to present its general
purpose financial statements in conformity with the statutory basis of
accounting or adopt the accounting changes required in order to
continue to present its financial statements in conformity with
generally accepted accounting principles . If the Company chooses to
adopt the accounting changes required, the effect of the changes
would be reported retroactively through restatement of all previously
issued financial statements beginning with the earliest year
presented, The cumulative effect of adopting these changes would be
included in the earliest year presented .

The consolidated financial statements account for Union Labor Life's
subsidiaries on a consolidated , as opposed to equity basis, which
more clearly reflects the financial position and results of operations
for all companies . The consolidated financial statements include the
accounts of ULLICO Inc . and its wholly-owned subsidiaries and
affiliates : ULLICO Management Company ; Union Labor Life and its

subsidiaries, Ulico Casualty Company, Union Standard of America
Life Insurance Company ("U .S.A . Life") and TNDL, Inc . ; Zenith
Administrators, Inc . ; Trust Fund Advisors ; Health Trust Options, Inc . ;
Unioncare, Inc . ; MRCo ., Inc . and its subsidiaries, Thornapple
Holdings, Inc . and AMI Capital, Inc . ("AMIC") and Ulico Holding
Company, Inc . and its subsidiaries, Ulico Indemnity Company and
Ulico Standard of America Casualty Company . Intercompany
balances and transactions are eliminated for all consolidated entities .
The significant accounting policies are as follows :

a, Investments are carried in accordance with methods prescribed
by the National Association of Insurance Commissioners ("NAIC") .
Bonds are generally stated at amortized cost . Bonds not qualified
for amortization are stated at lower of book value or market value
as determined by the NAIC . Mortgages are stated at amortized
indebtedness . Short-term investments are valued at cost . Other
investments include investments in policy loans which are valued
at the aggregate of unpaid balances, investments in limited
partnerships which are stated at cost and adjusted for the
Company's equity share of undistributed operating results, and
preferred stocks which are stated at market .

b . Real estate is presented net of accumulated depreciation and
encumbrances as follows :

As of December 31,
(in thousands)

1993 1992
Properties occupied

by the Company $65,481 $65,430

Properties acquired in
satisfaction of debt 15,647 22,112

Accumulated depreciation (9,045) (7,852)

Encumbrances (30,585) (30,555)

Net real estate $41,498 $49.135

Real estate acquired in satisfaction of debt is recorded upon
foreclosure at the lower of the current market value or the
outstanding mortgage balance (principal plus unpaid interest) .
The Company recognizes losses upon foreclosure when the
current market value of the property is less than the outstanding
mortgage balance .

The encumbrances include a mortgage on the Company's home
office building which was entered into in December 1993 . The
mortgage bears interest at 6 .375% and is payable in monthly
installments of $221,000 over nine years with a lump sum
principal payment of $20.974,000 due December 1, 2002 . The
mortgage contains call provisions whereby the entire principal
balance, together with any accrued and unpaid interest may be
declared due and payable on January 1, 1997 and January 1,
2000 or the interest rate charged may be adjusted on such
dates . The carrying value and the fair value of this encumbrance
at December 31, 1993 was approximately S30,000,000 and
$30,468,000, respectively . The encumbrance on the Company's
home office building outstanding at December 31, 1992, which
required interest at 9 .25% and was due January 1997, was
prepaid, at the Company's option, on June 30, 1993 . The
carrying value and the fair value of this encumbrance at
December 31, 1992 was approximately $29,945,000 and



$30,938,000, respectively. Another mortgage on a building
owned by Ulico Casualty Company, with a carrying value of
$585,000 and $603,000 and a fair value of $731,000 and
$673,000 at December 31, 1993 and 1992, respectively, bears
interest at 10 .125% and is payable in monthly installments of
$6,500 through January 2008, The carrying value of these
properties other than land is being depreciated on a straight-line
basis over an estimated useful life of fifty years . Depreciation
expense for 1993 and 1992 was $1,193,000 and $1,185,000,
respectively.

c . Reserves for life insurance policies are computed primarily using
the Net Level Premium Method or the Commissioner's Reserve
Valuation Method, using the American Experience Mortality Table
and the 1941, the 1958, and the 1980 Commissioner's Standard
Ordinary Mortality Tables, as prescribed or permitted by the
Maryland Insurance Division . Union Labor Life uses assumed
interest rates of 2 .25% to 6% and U .S .A . Life uses an assumed
interest rate of 5 .5% for issues prior to 1993 and a 5% interest
rate for issues in 1993, as prescribed or permitted by the
Maryland Insurance Division . Annuity reserves consist principally
of liabilities for group pension funds . These funds are deposited
on behalf of groups to provide immediate and future retirement
benefits to group members .

d . The estimated reserves for losses and loss adjustment expenses
for workers' compensation insurance policies include the
accumulation of estimates for losses and claims reported prior to
the balance sheet date, estimates (based on projections of
historical developments) of claims incurred but not reported, and
estimates of expenses for investigation and adjusting all incurred
and unadjusted claims . Amounts reported are estimates of the
ultimate net costs of settlement, which are necessarily subject to
the impact of future changes in economic and social conditions .
Reserves are continually monitored and reviewed, and as
settlements are made, the reserves are adjusted .

e . Reserves for casualty losses include statutory minimum loss
reserves necessary to establish incurred claims at 60 percent of
earned premium as required on all liability policies written during
the most recent three year period . Casualty reserves prior to such
period are established at the estimated amount of pending
claims .

f. In 1992, the NAIC replaced the mandatory securities valuation
reserves ("MSVR") required by statutory accounting practices for
life insurance companies with asset valuation reserves ("AVR")
and interest maintenance reserves ("IMR") . The AVR expands the
prior MSVR to include all invested asset classifications and is
used to stabilize unassigned surplus from fluctuations in the
market valuation of invested assets due to credit risk . Changes in
the AVR are accounted for as direct increases or decreases in
unassigned surplus . The IMR is intended to stabilize net income
by capturing the realized gains and losses, net of applicable
income taxes, on sales of debt securities and mortgage-backed
securities that result from changes in interest rates . The gains
and losses captured in the IMR are amortized over the remaining
maturities of the securities .

g Premiums are recognized as revenue over the premium paying
period of the policies. Commissions and other costs of acquiring
the policies are charged to operations as incurred .

h . Claims are expensed as incurred . The liability for unreported and
unpaid health claims is based upon a projection of historical
payment patterns and anticipated cost trends .

i . Casualty premiums are written through general agents who
participate in the profits of business underwritten by them

through contingent commissions. The Company accrues such
commissions in accordance with the contract as the experience
occurs .

j . Policyholder dividends are determined using formulas approved
by the Board of Directors, Dividends are charged to operations in
amounts estimated to be payable or credited to policyholders
during the subsequent year on the policy anniversary dates
relative to the portion of the policy year premium earned at year
end .

k . The funding policies of the funded benefit plans are to contribute
amounts that meet minimum funding requirements but which do
not exceed the maximum funding limits as currently determined
under the applicable tax regulations . There is an additional plan
for supplemental coverage in excess of the defined benefit
maximum limitations for certain employees which is not funded .

I . Federal income tax expense is comprised of current tax incurred
for the year . Had these financial statements been prepared under
GAAP, a provision for deferred income tax would also be
recorded . This provision arises from the recognition of certain
expenses, principally policy acquisition costs and future policy
benefits and expenses, in different periods for financial reporting
purposes than for income tax purposes . Insurance companies
generally pay premium taxes in lieu of state corporate income
taxes in the majority of states . The noninsurance companies pay
state corporate income taxes, calculated primarily in the same
manner as the federal income taxes, in the states in which they
do business .

m. Certain assets designated as "non-admitted" are not included in
the balance sheet . Changes in non-admitted assets are accounted
for as direct increases or decreases in unassigned surplus .

n . The contingency surplus reserve includes group life contingency
reserves of $593,000 and $0 and Separate Account contingency
reserves of $750,000 and $750,000 at December 31, 1993 and
1992, respectively, calculated as required by the Insurance
Department of the State of New York . Also, included in the
contingency surplus reserve at December 31, 1993 and 1992 is
$1,728,000 and $732,000, respectively, of accrued cumulative
periodic payments related to the preferred certificates that have
not been paid as of year end . Changes in the contingency surplus
reserve are accounted for as direct increases or decreases in
unassigned surplus .

o . Stockholder dividends are paid in amounts declared by the Board
of Directors out of accumulated unassigned surplus allocated to
stockholders . The amount allocated each year to stockholders'
share of unassigned surplus by Union Labor Life for participating
business is limited to a maximum of 10% of each year's net
increase in unassigned surplus before dividends .

The Company's receipt of money from Union Labor Life is subject
to meeting certain statutory requirements and, in certain limited
circumstances, dividends may require prior approval of the
Maryland Insurance Commissioner .

Certain items relating to prior years are recorded as adjustments
to unassigned surplus in accordance with policies permitted by
the Maryland Insurance Division .

p .

q .

r . Certain reclassifications have been made to prior year to reflect
current year's presentation .

s . Statement of Financial Accounting Standards No . 107,
"Disclosures about Fair Value of Financial Instruments ," ("SFAS
107") requires disclosure of fair value information about financial
instruments whether or not recognized in the Balance Sheet, for
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which it is practicable to estimate that value . In cases where
quoted market prices are not available for identical or
comparable financial instruments, fair values are based on
estimates using the present value of estimated cash flows or
other valuation techniques . The resulting fair values can be
significantly affected by the assumptions used, including the
discount rate and estimates as to the amounts and timing of
future cash flows . In this regard, the derived fair value estimates
cannot be substantiated by comparison to independent markets
and, therefore, the fair values may not represent actual values of
the financial instruments that could have been realized as of year
end or that will be realized in the future . Accordingly, the aggregate
fair value amounts presented do not represent the underlying value
of the Company .

The following methods and assumptions were used to estimate
the fair value for financial instruments :

Cash and short- term investments
The carrying amount approximates fair value .

Investment securities
The fair values for fixed maturity securities are based upon quoted
NAIC market prices .

Limited partnerships
The fair value of the Company's investments in limited partnerships
is not practicable to estimate given the nature of the financial
instruments (i .e . no quoted market price is available) and
considering the materiality of the amounts held by the Company .

Mortgage loans
The fair values for mortgage loans are estimated using discounted
cash flow analyses, using interest rates currently being offered for
similar loans to borrowers with similar credit ratings . Loans with
similar characteristics (e .g ., commercial versus residential) are
aggregated for purposes of the calculations .

Guaranteed investment contracts
The fair value for the Company's liabilities under guaranteed
investment contracts is estimated using discounted cash flow
calculations based upon interest rates currently being offered by
the Company for similar contracts with maturities consistent with
those remaining for the contracts being valued .

Fair values for the Company's insurance contracts other than
investment contracts are not required to be disclosed under SFAS
107 . However, the fair values of liabilities under all insurance
contracts are taken into consideration in the Company's overall
management of interest rate risk, which minimizes exposure to
changing interest rates through the matching of investment
maturities with amounts due under insurance contracts .

Borrowings
The fair value of borrowings, including the unsecured senior private
placement notes, the encumbrances on properties occupied by the
Company and other obligations is estimated by discounting the
future cash flows using estimated borrowing rates at which similar
types of borrowing arrangements with the same remaining
maturities could he obtained by the Company .

NOTE 3 - INVESTMENT SECURITIES
The NAIC carrying value, the amortized cost, and the NAIL market value of investments in debt securities (long-term bonds and short-term
investments) held at December 31, 1993 and 1992 are as follows :

1993

NAIC
Carrying
Value

Amortized
Cost

(in thousands)
Gross

Unrealized
Gains

Gross
Unrealized
Losses

NAIC
Market
value

U.S. Treasury securities $178,474 $178,474 $1,477 $(332) $179,619
Obligations of states and

political subdivisions 1,056 1,056 1 1,057
Utility bonds 9,518 9,841 252 (327) 9,766
Industrial and other corporate bonds 162,750 163,084 1,449 (442) 164,091
Mortgage-backed securities 321,691 321,691 36 321,727

Total $673,489 $674,146 $3,215 $(1,101) $676,260

1992

NAIL
Carrying
Value

Amortized
Cost

(in thousands)
Gross

Unrealized
Gains

Gross
Unrealized
Losses

NAIC
Market
Value

U .S. Treasury securities $115,109
Obligations of states and
political subdivisions 857
Utility bonds 42,570
Industrial and other corporate bonds 208,155
Mortgage-backed securities 371,017

$115,109 $689 $(153) $115,645

857 5 (8) 854
43,207 1,318 (652) 43,873
208,602 2,500 (861) 210,241
371,017 230 371,247

Total $737,708 $738,792 $4,742 $(1,674) $741,860



The NAIC carrying value and NAIC market value of debt securities
held at December 31, 1993, by contractual maturity, are shown
below . Expected maturities will differ from contractual maturities
because borrowers may have the right to call or prepay obligations
with or without call or prepayment penalties .

Due in one year or less

Due after one year
through five years

Due after five years
through ten years

Due after ten years

Mortgage-backed securities

Total

1993
(in tho usands)

NAIL NAIL
Carrying Value Market Value

$236,465 $236,736

60,440 62,117

49,113 49,827

5,780 5,853

321,691 321,727

$673,489 $676,260

NOTE 4 - INVESTMENT INCOME
Investment income, net of expenses, computed in conformity with the
practices and procedures established by the NAIC, is as follows :

Year ended December 31,
(in thousands)

1993 1992
Income from unaffiliated investments :

Interest on bonds
and notes $51 ,283 $64,480

Interest on mortgage loans 16,887 18.409

Real estate (net of interest
on encumbrances ) 8,643 7,148

Other income 7,561 6,409

Investment expenses (15,115) (12,732)

Investment income,
net of expenses $69,259 $83,714

NOTE 5 -ANALYSIS OF REALIZED AND UNREALIZED
GAINS AND (LOSSES)
Realized gains (losses) and unrealized gains (losses), representing
the change in the difference between NAIC market value and cost
(principally amortized cost for long-term bonds), are summarized
below :

Year ended Dec ember 31,
(in thousands)

1993 1992

Realized gains (losses) on :

Long-term bonds $3,089 $4,075

Real estate (1,425) 10
Common stocks - affiliated 1,513

Mortgage loans 126 (1,554)

Other 18 (3)

Transfer to interest
maintenance reserve (1,720) (2,023)

Total net realized gains $88 $2,018

Unrealized gains ( losses) on :

Long-term bonds $426 $(68)

Other (548) (1 .513)

Total net unrealized losses $(122) $(1,581)

Gross realized capital gains on long-term bonds were $3,213,000
and $5,233,000 in 1993 and 1992, respectively . Gross realized
capital losses on long-term bonds were $124,000 and $1,158,000
in 1993 and 1992, respectively. Included in the provision for Federal
income taxes are capital gains taxes of $615,000 and $860,000 in
1993 and 1992, respectively .

NOTE 6 - SEPARATE ACCOUNT BUSINESS
Separate Account assets and liabilities are included in the financial
statements for 1993 and 1992 . Separate Account assets are valued
at fair market value . In 1993 and 1992, $177,724,000 and
$249,682,000, respectively, was received in Separate Account
deposits . Income, expenses and other cash flows related to the
Separate Accounts are not included in the consolidated statements of
operations and cash flows . Separate Account funds are primarily
provided by group pension policyholders . The funds are invested in
equity securities, mortgages, publicly traded bonds and short-term
securities .
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NOTE 7 - FUTURE POLICY BENEFITS
Future policy benefits consist of the following reserves determined
using statutory valuation standards :

As of Decem ber 31,
(in thousands)

Life insurance

Annuities :

Fund accumulations at
guaranteed rates

Fund accumulations at
earned rates

Other

Miscellaneous

Total reserve for future
policy benefits

1993 1992
$16,889 $16,395

191,015 267,565

206,568 251,289

92,257 84,514

17,794 12,531

$524,523 $632,294

The withdrawal characteristics of annuity actuarial reserves and
deposit liabilities are as follows :

Annuities :

Subject to discretionary
withdrawal with adjustment

Not subject to discretionary
withdrawal

Total annuities

Other deposits :

Subject to discretionary
withdrawal without adjustment

Not subject to discretionary
withdrawal

Total

As of December 31,
(in thousands)

1993 1992

$217,599 $262,161

272,241 341,207

489,840 603,368

14,311 13,835

155 95

$504,306 $617,298

The carrying amount and fair values of the Company's liabilities for
guaranteed investment contracts at December 31, 1993 and 1992
are as follows :

(in thousands)

Carrying Amount Fair Value

1993 $195 , 785 $204,944

1992 272,046 284,680

NOTE 8 -ACQUISITION AND INCORPORATIONS
On June 24, 1992, ULLICO Management Company was incorporated
to provide the Company with certain administrative and special
services . On July 27, 1992, MRCo ., Inc . was incorporated to act as a
holding company for various investment subsidiaries and to
potentially engage in the business of servicing and administering the
Company's mortgage portfolios . On December 20, 1993, All
Capital, Inc ., a Delaware corporation, was incorporated to serve as a
mortgage banker and to provide coinsurance of multifamily mortgage
loans under the Federal National Mortgage Association's ("FNMA")
Delegated Underwriting and Servicing ("DUS") Program and to
facilitate a merger of AMI Capital, Inc . ("AMIC"), a Georgia corpora-
tion . On December 20, 1993, Thornapple Holdings, Inc ., a Delaware
corporation, was incorporated to serve as the holding company for
AMIC .

On December 30, 1993, Thornapple Holdings, Inc ., a subsidiary of
MRCo, Inc ., acquired 100% of the Class C Common Stock of AMIC for
$8,000,000 . AMIC operates as a mortgage banker and provides
coinsurance of multifamily mortgage loans under FNMA's DUS
Program . This acquisition was accounted for using the purchase
method . As a result of the acquisition, $3,000,000 of purchased
mortgage servicing rights were capitalized . These capitalized
amounts are being amortized over the expected life of the mortgage
loan portfolio acquired, approximately seven years .

On June 18, 1993, Ulico Standard of America Casualty Company
("USACC"), a wholly-owned subsidiary of Ulico Holding Company,
Inc ., was incorporated to transact all classes of property and casualty
lines of insurance, including but not limited to, workers' compensa-
tion and surety insurance . Pursuant to an Assumption Agreement
among Pacific States Casualty Company, USACC and the Liquidator
of Pacific States Casualty Company, USACC assumed certain assets
and liabilities of Pacific States Casualty Company . The assumed
assets and liabilities have been recorded and valued, based upon
preliminary determinations, in accordance with practices prescribed
or permitted by the Department of Insurance, State of California .
Accordingly, this valuation may be adjusted upon a final determina-
tion . In 1993, such adjustments have been made as direct increases
and decreases to unassigned surplus .

NOTE 9 - REINSURANCE
ASSUMED - Group life and health insurance is assumed under
certain reinsurance agreements for Union Labor Life . Premiums
assumed and net gains resulting from these policies totaled
$1,308,000 and $21,000, respectively for 1993, and $780,000 and
$858,000, respectively for 1992 . Liabilities assumed under these
policies totaled $613,000 and $4,765,000 at December 31, 1993
and 1992, respectively .

CEDED - Union Labor Life maintains a reinsurance agreement
whereby it cedes a majority of its group life disability extended death
business . Group life and health insurance is ceded under certain
other reinsurance agreements . Premiums and net gains ceded under
these agreements totaled $2,265,000 and $1,643,000, respectively
in 1993 and $3,404,000 and $1,540,000, respectively in 1992 .
Liabilities ceded under these agreements totaled $28,780,000 and
$28,833,000 at December 31, 1993 and 1992, respectively .

In 1993, Union Labor Life entered into a reinsurance agreement
whereby it cedes 70% of a portion of its group annuity business . As
of December 31, 1993, $477,000 of premiums and $10,000 of
benefits were ceded . Liabilities ceded under this agreement totaled
$398,000 at December 31, 1993 .
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Union Labor Life and U .S .A . Life cede individual life and health
insurance under certain reinsurance agreements . Premiums and net
gains ceded under these agreements totaled $831,000 and
$217,000, respectively in 1993 and $320,000 and $75,000,
respectively in 1992 . Liabilities ceded under these agreements
totaled $1,803,000 and $1,575,000 at December 31, 1993 and
1992, respectively .

Union Labor Life maintains certain reinsurance agreements whereby
it cedes a majority of its direct marketing business . Group life and
health premiums ceded and net (gains) losses resulting from these
policies totaled $2,318,000 and $(120,000), respectively in 1993
and $1,196,000 and $1,556,000, respectively In 1992 . Liabilities
ceded under these agreements totaled $3,362,000 and $2,554,000
at December 31, 1993 and 1992, respectively .

Ulico Casualty maintains agreements with several reinsurers ceding
all losses on fiduciary and trustee liability policies in excess of
$3,000,000 . As of December 31, 1993, no losses in excess of
$3,000,000 have been incurred and accordingly, no amounts are
reflected as recoverable from fiduciary and trustee liability reinsurers
at December 31, 1993 .

Additionally, Ulico Casualty maintains a quota share reinsurance
agreement ceding 90% of all specific and aggregate group accident
and health stop-loss policies .

Premiums ceded under all Ulico Casualty reinsurance agreements
with reinsurers totaled $8,182,000 and $3,941,000 in 1993 and
1992, respectively . Loss and loss adjustment expense reserves
ceded under all Ulico Casualty reinsurance agreements with
reinsurers totaled $1,991,000 and $224,000 at December 31, 1993
and 1992, respectively .

For the workers' compensation line of business, the Company
maintains certain reinsurance agreements whereby all losses in
excess of $250,000 per occurrence, up to a maximum of
$50,000,000, are ceded . Through December 31, 1993, no losses in
excess of $250,000 have been incurred and accordingly, no
amounts are reflected as recoverable from reinsurers at December
31, 1993 .

NOTE 10 - INCOME TAXES
a . The Company joins in the filing of a consolidated life-nonlife

Federal income tax return with all of its affiliates . In accordance
with the group's written tax sharing agreement, current Federal
income tax expense is computed for each member of the
consolidated group based generally on separate return calcula-
tions for each entity. Any excess tax computed on a separate
return basis over the actual consolidated liability is paid to the
loss members for use of net operating losses .

b . Federal income tax expense of $2,914,000 and $845,000
represents regular tax incurred for 1993 and Alternative
Minimum Tax incurred for 1992, respectively . The Alternative
Minimum Tax credit carryforward to 1994 is $476,000, and may
be carried forward indefinitely to offset future taxes payable .

At December 31, 1993, there were no net operating loss
carryforwards available to offset future taxable income .

NOTE 11 - BENEFITS PLANS
The Company has two defined benefit pension plans covering
substantially all of its eligible employees . The Company also provides
certain other benefits to retirees . Pertinent information concerning
the benefits is as follows :

a . The primary defined benefit plan, maintained within Union Labor
Life, funds pension costs as accrued . The plan became fully
funded in 1986 and no pension expense was incurred in 1993
and 1992 . Benefits and asset information relating to the Union
Labor Life pension plan, which assumes a 7% rate of return for
computation of required contributions in 1993 and 1992 and
7 .5% in 1993 and 8, 5% in 1992 for the calculation of current
liability, is as follows as of the most recent valuation available :

As of January 1,
(in thousands)

1993 1992
Actuarial present value of accumulated plan benefits :

Vested benefits $27,153 $21,735

Non-vested benefits 3,981 6,068

Total actuarial present value of
accumulated plan benefits $31,134 $27,803

Plan assets (actuarial value ) $50,183 $48,022

b. The second defined benefit plan was obtained in 1989 as a result
of Zenith Administrators, Inc .'s acquisition of Kelly & Associates,
Inc . benefit and asset information relating to the Zenith Adminis-
trators, Inc . Central Region pension plan, which assumes a 9%
return in 1993 and 1992 for computation of the required
contributions and 8.5% in 1993 and 9% in 1992 for the
calculation of the current liability, is as follows as of the most
recent valuation available :

As of January 1,
(in thousands)

1993 1992
Actuarial present value of accumulated plan benefits :

Vested benefits $2,441 $1,941

Non-vested benefits 216 208

Total actuarial present value of
accumulated plan benefits $2,657 $2,149

Plan assets ( actuarial value ) $3,724 $3,221

c. The Company also maintains an unfunded non-qualified defined
benefit pension plan covering all employees eligible for pension
benefits that exceed the defined benefit maximum limitations .
The Company accrued approximately $132,000 and $1,059,000
in 1993 and 1992, respectively, as a direct charge to surplus, to
record the actuarial present value of the expected benefits under
the supplemental plan .

d . In addition to providing pension benefits, the Company also
provides certain postretirement health and life insurance
coverage to retirees and their dependents . Employees who have
worked for the Company or its affiliates for ten years and retire at
age 65 or after are eligible for such coverage . The Company
records expense for this coverage when premiums are paid . The
Company incurred approximately $375,000 and $351,000 for
retirees' health and life insurance premiums during 1993 and
1992, respectively .
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In December 1992, the National Association of Insurance
Commissioners ("NAIC") adopted an accounting procedure
requiring insurance companies to account for their employees'
postretirement benefits other than pensions on an accrual basis .
This procedure, which became effective for all insurance
companies in the first quarter of 1993, except for plans of
employees with less than 500 plan participants in the aggregate,
is a modification of Statement of Financial Accounting Standards
No. 106, applicable to companies using GAAP (which encom-
passes other companies not subject to NAIC accounting) . All other
companies, including the Company, will be required to adopt this
procedure in 1995 . This pronouncement requires that the
projected future costs of providing postretirement benefits, such
as health care and life insurance, to retirees and fully vested
employees be recognized as an expense as employees render
service instead of when the benefits are paid . Upon implementa-
tion, the Company will be required to recognize a transition
obligation, which represents that portion of vested future benefit
costs related to services already rendered . This transition
obligation may be recognized immediately in the year of adoption
or amortized over a 20-year period . The Company's estimates of
the transition obligation is approximately $8 .7 million and the
related annual amortization expense (assuming the transition
obligation is amortized over the maximum period) is approxi-
mately $ .4 million .

NOTE 12 - BORROWINGS
The Company had $31,250,000 and $40,500,000 of unsecured
senior private placement notes outstanding at December 31, 1993
and 1992, respectively. At December 31, 1993, the face amounts
and maturities are as follows : $20,250,000 at 9 .3%% maturing in
1996, $6,000,000 at 9 .4% maturing in 1998, and $5,000,000 at
9.5% maturing in 2000 . The fair value of the unsecured senior
private placement notes was approximately $36,115,000 at
December 31, 1993 and approximately $45,430,000 at December
31, 1992 .

During 1993, the Company redeemed $9,250,000 of the unsecured
senior private placement notes and incurred approximately
$500,000 of redemption fees .

On July 31, 1989, Zenith Administrators, Inc . entered into a non-
negotiable promissory note with MONYCO, Inc . (the "MONYCO Note")
in the amount of $8,380,000 . The remaining principal balance of
$2,500,000 is payable at December 31, 1994 . Interest is also
payable annually at a variable interest rate based upon Citibank
N .A .'s prime rate (6 .5% at December 31, 1993) . The promissory
note is guaranteed by the Company . The fair value of the MONYCO
Note was approximately $2,549,000 at December 31, 1993 and the
carrying value and the fair values were $4,500,000 and $4,548,000,

32 respectively at December 31, 1992 .

On August 16, 1993, in connection with the settlement of certain
litigation against the Company, the Company issued a promissory
note in the amount of $2,600,000 payable to a third party . The
promissory note bears interest, payable semi-annually, of 6,25% and
the principal is payable on December 15, 1998 . The fair value of the
promissory note at December 31, 1993 is approximately
$2,634,000 .

At acquisition, AMI Capital, Inc . maintained a line of credit agreement
with an unaffiliated financial institution in the amount of
$15,000,000 for use in the warehousing of mortgage loans that have
been committed for purchase by FNMA . The mortgage loans are the
security for the line of credit . Advances on the line of credit bear

interest at one percent over the institution's prime rate (7% at
December 31, 1993). At December 31, 1993, there was
$3,773,000 outstanding under this line of credit with a fair market
value of approximately $3,773,000 . This line of credit was effective
until February 5, 1994 . On February 1, 1994, AMI Capital, Inc .
entered into a $20,000,000 line of credit arrangement with an
unaffiliated financial institution for use in warehousing mortgage
loans that have been committed for purchase by FNMA . The line of
credit expires August 31, 1994 . The mortgage loans are the security
for the line of credit . Advances on the line of credit bear interest at
one percent over the prime rate .

The Company's investment in mortgages includes The Diplomat
Hotel with a principal balance of $13,800,000 which has been
subordinated and on which a 100% reserve is maintained . In
addition, Union Labor Life has guaranteed a $10,000,000 first
mortgage loan on the property payable May 30, 1994 and has a
secured note of approximately $18,400,000 with TNDL, Ltd . for
renovation costs through December 31, 1993 . Additionally, in order
to fund the operations of TNDL, Ltd ., Union Labor Life has agreed to
provide financing for TNDL, Ltd's additional cash requirements in
1994 .

Interest expense on borrowings totalled $4,719,000 and $4,415,000
for 1993 and 1992, respectively.

NOTE 13 - COMMITMENTS AND CONTINGENCIES
The Carrpary is obligated under operating leases for office
space and ecruuipnent under agreements expiring through
2093 - Aggregate future minimumrenta_s under
norcancellable operating leases as of December 31, 1993
areas fellows :

Year Ending December 31,
(in thousands)

Minimum Lease Payments
1994 $12,095
1995 5,572
1996 2,809
1997 2,070
1998 1,572
1999 and thereafter 3,980

Total $28,098

Rental expense, including rent imputed on property owned and
occupied by the Company of $5,361,000 in 1993 and $5 ,178,000
in 1992, approximated $16,938,000 in 1993 and $17,561,000 in
1992 .

At December 31, 1993, the Company had commitments to fund
mortgage loans through its Separate Accounts and General Account
approximating $150,304,000 and $26,000,000, respectively . MRCI,
Inc ., as limited partner in Freedom Home Equity Partners-TH, L .P .
("FHEP-TH, L .P ."), had commitments to raise or underwrite
$43,400,000 in investment capital for FHEP-TH, L.P . in order to fund
home equity loans at December 31, 1993 . As well, AMIC had
commitments to make FNMA DUS fixed rate mortgage loans
approximating $9,848,000 at December 31, 1993 .

AMIC has entered into a loss sharing agreement with FNMA whereby
losses from mortgage loan defaults are shared between AMIC, as
servicer of the mortgage loans, and FNMA . AMIC's maximum loss
exposure on each DUS mortgage loan is twenty percent of the loan's
principal balance . AMIC's PU5 loan servicing portfolio at December
31, 1993 consists of multifamily loans in amounts ranging between



$1,375,000 and $14,620,000 located throughout the United States .
At December 31, 1993, the aggregate outstanding principal balance
of the loans being serviced was approximately $422,832,000 . AMIC
has not experienced a default or loss on a mortgage underwritten by
AMIC since the inception of the DUS Program . Of these loans, 36
percent are on mortgaged properties in the state of Texas .

NOTE 14 - MORTGAGE LOANS
The Company's investment in mortgage loans include loans where a
significant geographic concentration exists as shown below :

(in thousands)
Number of Balance at of

mortgage loans December 31, 1993 portfolio
Florida 215 $ 28.420 16 .3%

California 341 26,373 15 .1%

New Jersey 28 17,127 9 .8%

Illinois 132 18,861 10.8%

Michigan 124 9,265 5.3%
Maryland 67 8,672 5.0%

Mortgage loans
where a geographic
concentration
does not exist 835 65,745 37 .7%

Total 1,742 $174,463 100.0%

The carrying amounts and fair values of the Company' s investments
in mortgage loans were as follows at December 31, 1993 and 1992 :

1993
(in thousands)

Carrying Amount Fair Value
Commercial mortgages

(net of $9,200 voluntary
reserve for mortgages) $120,014 $117,243

Residential mortgages 45,249 52,647

Tota I $165,263 $169,890

1992
(in thousands)

Carrying Amount Fair Value
Commercial mortgages $140,745 $137,234
Residential mortgages 50,331 54,125

NOTE 15 - PREFERRED CERTIFICATES
The stockholders of the Company approved on January 21, 1992, a
private offering of $300 million in convertible preferred certificates
(the "Certificates") . The ownership of the Company's Certificates is
confined to labor organizations, their members and their employee
benefit plans . Holders of the Company's Certificates are entitled to
receive cumulative periodic payments at an annual rate of 8% of the
face value of the Certificates, payable semi-annually . If periodic
payments are not paid within fifteen days of a payment date, the
overdue payments accrue interest at 18%, and the Certificates are
redeemable at face value plus accrued and unpaid periodic
payments at the option of the holder . The holders are restricted from
reselling the Certificates but at anytime during the three years after
issuance date, the holder has the option to convert one Certificate
into a share of the Company's Class A Stock, if the holder is eligible
pursuant to the Company's By-Laws to own additional shares of Class
A Stock, or Class B Stock plus accrued periodic payments in the form
of additional shares at the rate of $25 .

Three years after the issuance of a Certificate, the Company shall
either redeem the Certificate at $25 per Certificate or convert the
Certificate for similar terms, as noted above, except that if the
Company elects to convert rather than redeem, it shall pay the holder
of the Certificate a conversion premium of $1 per Certificate in cash
at the time of the conversion . The Certificates are subordinated to
the Company's outstanding senior private placement notes .

Total $191,076 $191,359 33
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I

John F. Gentleman

Frank Hanicy John T. Joyce
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Dan V. Maroney, Jr.

Kenneth J. Brown

Robert A . Georgine

Richard 1. Kilroy

James J. Norton



John J. Barry* Rudolph Ellis Richard 1. Kilroy*
President, International Brotherhood of Senior Adviso,, Former President, The Feimer President, Transportation
Electrical Workers Union Labor Life Insurance Company Communications International Union

Moe Bitter
President, American Postal Workers
Union

Marvin J . Boede*
President, United Association of

Journeymen and Apprentices of the
Plumbing and Pipe Fitting Industry

Kenneth J. Brown*
Former President, Graphic Communi-

cations International Union

Arthur A . Coia*
General President, Laborers' Interna-
tional Union of North America

Lester H . Nuil, Sr.

William Sidell

John F. Gentleman*

President, ULLICOInc .

Robert A. Georgine*
President, Building and Construction
Trades Department, AFL-CIO,
Chairman and Chief Executive Officer,

ULLICO Inc .

Frank Hanley*
President, International Union of
Operating Engineers

John T . Joyce*
President, International Union of
Bricklayers and Allied Craftsmen

William E. Panitz

Jake West

Lane Kirkland
President, AFL-CIO

James LaSala
President, Amalgamated Transit Union

James F.M. McNulty*
Attorney, General Counsel, The Union
Labor Life Insurance Company

Dan V. Maroney, Jr .*
Former Vice President, Executive
Council, AFT-CIO

Lenore Miller
President, Retail, Wholesale and
Department Store Union

A.L. "Mike " Monroe
President, International Brotherhood of
Painter, and Allied Trades

James J. Norton"
President, Graphic Communications

International Union

Lester H. Null, Sr .*
Secretary-Treasurer, ULLICO Inc.

William E . Panitz*
Retired Vice President, Citibank, N.A .

Melvin H. Roots
General President Emeritus, Operative

Plasterers' and Cement Ma5on5'

International Association

William Sidell*
President Emeritus, United Brotherhood

of Carpenters and Joiners

John J . Sweeney
President, Service Employees Interna-
tional Union

Eugene Upshaw
President, Federation of Professional
Athletes

Jake West*
Genera! President, International
Association of Bridge, Structural and
Ornamental Iron Workers

Henry S. Woodbridge*
Corps ,ate Director

William H . Wynn*
President Emeritus, United Food and
Commercial Workers International
Union

Henry S . Woodbridge William H. Wynn *Member of Executive Committee



ULLICO Inc. Officers

Robert A. Georgine
Chairman and Chief L'xecutive Officer

John F. Gentleman
President

Lester H . Null, Sr .
Secretary-Treasurer

James W. Luce
Execeuive Vice President

William L. Cross
Senior Vice President, Chief Financial
Officer and Assistant Treasurer

Charles R . Sormani
Senior Vice President, Insurance
Operations

Michael R. Steed
Senior Vice President, tnvestnsents

Thomas B. Bowling
Vice President. Actuary

Joseph A . Carahillo
Vice President, Chief Legal Officer and
Assistant Secretary

Kenneth E. Holmes
Vice President, Management Informa-
tion Systems

Mark A. Maloney
Vice President, National Sales Manager
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